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Abstract 
The rate at which employees in private universities in Nigeria jump from one 
university to the other is becoming more disturbing and this could be as a 
result of compensation packages of different universities to attract competent 
employees. The aim of this study was to examine the effect of compensation 
packages on employees' job performance and retention in a selected private 
University in Ogun State, South-West Nigeria. A model was developed and 
tested using one hundred and eleven valid questionnaires which were 
completed by academics and non-academic staff of the university. The 
collected data were carefully analyzed using simple percentage supported by 
structural equation modelling to test the hypotheses and relationships that may 
exist among the variables under consideration. The results showed strong 
relationship between compensation packages and employees' performance 
and retention. The summary of the findings indicates that there is strong 
correlation between the tested dependent and independent variables (salary, 
bonus, incentives, allowances, and fringe benefits). However, management 
and decision makers should endeavour to review compensation packages at 
various levels in order to earn employees' satisfaction and prevention of high 
labour turnover among the members of staff. 
http ://ljs.academicdirect.org/ 
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C o m p e n s a t i o n ;  P e r f o r m a n c e ;  R e t e n t i o n ;  I n c e n t i v e s ;  S a l a r y ;  E m p l o y e e ;  B o n u s  
I n t r o d u c t i o n  
E m p l o y e e s  a r e  t h e  o r g a n i z a t i o n ' s  k e y  r e s o u r c e  a n d  t h e  s u c c e s s  o r  f a i l u r e  o f  
o r g a n i z a t i o n s  c e n t e r  o n  t h e  a b i l i t y  o f  t h e  e m p l o y e r s  t o  a t t r a c t ,  r e t a i n ,  a n d  r e w a r d  a p p r o p r i a t e l y  
t a l e n t e d  a n d  c o m p e t e n t  e m p l o y e e s .  E m p l o y e e s '  w i l l i n g n e s s  t o  s t a y  o n  t h e  j o b  l a r g e l y  d e p e n d s  
o n  c o m p e n s a t i o n  p a c k a g e s  o f  t h e  o r g a n i z a t i o n  [  1 ] .  I n  a n  a t t e m p t  t o  e n s u r e  e m p l o y e e s  o p t i m a l  
p e r f o r m a n c e  a n d  r e t e n t i o n ,  o r g a n i z a t i o n s  n e e d  t o  c o n s i d e r  a  v a r i e t y  o f  a p p r o p r i a t e  w a y s  t o  
r e w a r d  t h e  e m p l o y e e s  t o  g e t  t h e  d e s i r e d  r e s u l t s  [ 2 ] .  I t  h a s  b e e n  a r g u e d  t h a t  t h e  d e g r e e  t o  
w h i c h  e m p l o y e e s  a r e  s a t i s f i e d  w i t h  t h e i r  j o b  a n d  t h e i r  r e a d i n e s s  t o  r e m a i n  i n  a n  o r g a n i z a t i o n  
i s  a  f u n c t i o n  o f  c o m p e n s a t i o n  p a c k a g e s  a n d  r e w a r d  s y s t e m  o f  t h e  O r g a n i s a t i o n  [ 3 ] .  
I n  b o t h  d e v e l o p e d  a n d  m o s t  d e v e l o p i n g  c o u n t r i e s ,  t h e r e  h a v e  b e e n  s e v e r a l  j o b  
s a t i s f a c t i o n  s t u d i e s  o f  w h i c h  v e r y  f e w  o f  t h e m  h a v e  b e e n  f o c u s e d  o n  t h e  j o b  s a t i s f a c t i o n  a n d  
r e t e n t i o n  o f  t h e  u n i v e r s i t y  t e a c h e r s  i n  r e l a t i o n  t o  t h e i r  c o m p e n s a t i o n  p a c k a g e s .  O r g a n i z a t i o n s  
t h a t  h a v e  g o a l s  t o  a c h i e v e  w o u l d  r e q u i r e  s a t i s f i e d  a n d  h a p p y  s t a f f  i n  h e r  w o r k f o r c e  [  4 ] .  
I m p o r t a n t l y  i s  t h e  f a c t  t h a t  f o r  a n y  u n i v e r s i t y  t o  t a k e  o f f  a n d  a c h i e v e  i t s  s t r a t e g i c  g o a l s  w o u l d  
s t r o n g l y  d e p e n d  o n  h e r  c a p a c i t y  t o  a t t r a c t ,  r e t a i n  a n d  m a i n t a i n  c o m p e t e n t  a n d  s a t i s f i e d  s t a f f  
i n t o  i t s  e m p l o y m e n t .  T h e  u n i v e r s i t y  b e i n g  a n  i n s t i t u t i o n  o f  h i g h e r  l e a r n i n g  t h a t  p r o v i d e s  
m a n p o w e r  n e e d s  t o  a d v a n c e  n a t i o n a l  d e v e l o p m e n t  t h r o u g h  b o t h  t h e  p u b l i c  a n d  p r i v a t e  s e c t o r  
m u s t  i t s e l f  b e  c a p a b l e  o f  e n s u r i n g  a d e q u a t e  m a n p o w e r  p l a n n i n g  a n d  d e v e l o p m e n t  s h e  c o u l d  
t h e r e f o r e  n o t  a f f o r d  t o  n e g l e c t  n e e d  a n d  e s s e n t i a l s  o f  w o r k f o r c e  s a t i s f a c t i o n  e s p e c i a l l y  t h e i r  
c o m p e n s a t i o n  p a c k a g e s  [ 5 ] .  T h e  N i g e r i a n  u n i v e r s i t i e s  c o u l d  b e  c l a s s i f i e d  a c c o r d i n g  t o  t h e i r  
y e a r s  o f  e s t a b l i s h m e n t  t h u s :  f i r s t ,  s e c o n d ,  t h i r d  a n d  f o u r t h  g e n e r a t i o n  u n i v e r s i t i e s .  T h e  f i r s t  
g e n e r a t i o n  u n i v e r s i t i e s  a r e  t h e  u n i v e r s i t i e s  e s t a b l i s h e d  i n  t h e  c o u n t r y  b e f o r e  t h e  1 9 7 0 ' s .  T h e  
s e c o n d - g e n e r a t i o n  unive~sities a r e  t h o s e  u n i v e r s i t i e s  e s t a b l i s h e d  i n  t h e  1 9 7 0 ' s .  T h e  t h i r d  
g e n e r a t i o n  u n i v e r s i t i e s  a r e  t h o s e  u n i v e r s i t i e s  e s t a b l i s h e d  e i t h e r  b y  t h e  f e d e r a l  o r  s t a t e  
g o v e r n m e n t s  i n  t h e  1 9 8 0 ' s  a n d  1 9 9 0 ' s ,  w h i l e  t h e  f o u r t h  g e n e r a t i o n  u n i v e r s i t i e s  a r e  t h o s e  
u n i v e r s i t i e s  e s t a b l i s h e d  i n  t h e  l a t e  1 9 9 0 ' s  a n d  2 0 0 0 ' s  m a i n l y  b y  p r i v a t e  i n d i v i d u a l s  o r  
o r g a n i z a t i o n s  [ 6 ] .  U n i v e r s i t i e s  w h e t h e r  p r i v a t e  o r  p u b l i c  a r e  t r a i n i n g  g r o u n d s  f o r  s t u d e n t s  
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doing the comprehensive courses in order to translate theory into practice. They conduct 
training in all kinds of programmes or disciplines. Both government and private sectors fund 
public and private universities respectively. 
Against this background, University lecturers are currently facing many challenges in 
form of inadequate infrastructure, lack of enabling research environment, disparity in salary 
' · 
and allowances; inconsistent policy implementation between Federal and State governments 
may well affect their levels of job satisfaction [7]. In addition to the above, the researcher also 
observed that unhappiness results from academics' job structure and compensation ranging 
from lack of feedback regarding personnel evaluation reports, management emphasis on 
particular administrative style, workload, and lack of support from superior in terms of 
mentoring to salary package which further increased job dissatisfaction among employees. 
The above raises concern regarding the attitudes of educators towards their work and 
their levels of job satisfaction or dissatisfaction [8]. 
Compensation packages entail some basic features that tend to make employees satisfy 
on their job amongst which includes salaries, bonuses, incentives, allowances, promotion, 
recognition [9, 1 0]. All these have significant impact on employees' performance [ 11]. 
However, to avoid wrong perception and controversy by the employees, compensation system 
must be clearly communicated to employees with job measurement which will drive the much 
needed performance in the employees [12]. The above raises concern regarding the attitudes 
of educators towards their work and their levels of job satisfaction or dissatisfaction [8]. 
Employees' satisfaction and retention as independent variables can be influenced by 
other variables such as allowances, salary, incentives, fringe benefits, bonus etc. [ 12, 13]. This 
study is to test the impact of compensation packages on employees' satisfaction and retention 
in Private Universities in Nigeria. 
The survey became necessary because of the disturbing high rate of employees 
turnover in the private universities in Nigeria. The study helps identify the challenges and 
subsequently proffer suggestions that will help the university retain the best and competent 
employees through adequate compensation and reward system. The significance of this work 
stemmed from its objectives is as follows: 
1. Examine the effect of incentives packages on the employees' satisfaction and retention 
n. Evaluate the impact of Salary and bonus on employees' retention 
67 
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i i i .  A n a l y z e  t h e  e f f e c t  o f  F r i n g e  b e n e f i t s  a n d  p e r f o r m a n c e  a l l o w a n c e s  o n  e m p l o y e e s '  
s a t i s f a c t i o n  a n d  r e t e n t i o n .  
S t a t e m e n t  o f  t h e  p r o b l e m  
T h e  r a t e  a t  w h i c h  e m p l o y e e s '  t u r n o v e r  i s  i n c r e a s i n g  i n  N i g e r i a  P r i v a t e  U n i v e r s i t i e s  h a s  
b e c o m e  a  t h i n g  o f  c o n c e r n  a n d  i t  i s  o b v i o u s  t h a t  t h e  s t e p s  t a k e n  b y  t h e  m a n a g e m e n t s  a n d  
s t a k e h o l d e r s  h a v e  n o t  s o l v e d  t h i s  p r o b l e m .  T h e  e v o l v i n g  c o m p e t i t i o n  i n  t h e  h i g h e r  e d u c a t i o n  
e n v i r o n m e n t  i n  N i g e r i a  e v i d e n t  f r o m  t h e  i n c r e a s i n g  n u m b e r  o f  n e w  u n i v e r s i t i e s  h a s  c a l l e d  f o r  
g o o d  f o r m u l a t i o n ,  a d m i n i s t r a t i o n  a n d  i m p l e m e n t a t i o n  o f  g o o d  c o m p e n s a t i o n  p o l i c i e s  t h a t  
w o u l d  a l l o w  t h e s e  u n i v e r s i t i e s  t o  r e t a i n  t h e i r  b e s t  h a n d s .  T h o u g h ,  u n i v e r s i t y  i s  u n i v e r s a l ,  
m e a n i n g  l e c t u r e r s  a r e  a l s o  m o b i l e  m a n a g e r s  w h o  m u s t  m o v e  t o  c r e a t e  e m p l o y m e n t  f o r  
y o u n g e r  o n e s ,  y e t ,  e f f o r t s  s h o u l d  b e  m a d e  t o  e n c o u r a g e  s e n i o r  o n e s  t o  r e p r o d u c e  t h e m s e l v e s  
f o r  n a t i o n a l  d e v e l o p m e n t  [ 5 ] .  R e p o r t s  b y  t h e  N U C  ( 2 0 0 8 )  r e v e a l e d  t h a t  w h i l e  u n i v e r s i t i e s  a r e  
i n c r e a s i n g ,  t h e  n u m b e r  o f  q u a l i f i e d  t e a c h e r s  i s  n o t  i n c r e a s i n g  p r o p o r t i o n a t e l y .  
T h u s ,  t h e r e  h a d  b e e n  c o n s t a n t  m o b i l i t y  o f  t h e s e  h i g h l y  s k i l l e d  p e r s o n s  f r o m  o n e  
u n i v e r s i t y  t o  a n o t h e r .  M o v e m e n t  f r o m  f e d e r a l  a n d  s t a t e  u n i v e r s i t i e s  t o  p r i v a t e  u n i v e r s i t i e s  i s  
o n e  a n d  f r o m  f e d e r a l  t o  s t a t e  a n d  s t a t e  t o  e i t h e r  f e d e r a l  o r  p r i v a t e  a r e  s o m e  o f  o t h e r  f o r m s .  
H o w e v e r  t h e  c r i t i c a l  i s  t h e  f a c t  t h a t  i t  h a d  b e e n  e s t a b l i s h e d  s o m e  o f  t h e s e  l e c t u r e r s  h a r d l y  s t a y  
f o r  l o n g  i n  s u c h  u n i v e r s i t y  b e f o r e  m o v i n g  a g a i n  [ 1 4 ] .  T h i s  m o b i l i t y  h a s  b e e n  t a g g e d  a s  " b r a i n  
d r a i n " .  
T h e r e f o r e ,  o n e  o f  t h e  r e a s o n s  t h a t  i n f o r m e d  t h i s  s t u d y  h a s  t o  d o  w i t h  t h e  u n i q u e  
i m p o r t a n c e  o f  o r g a n i z a t i o n a l  c l i m a t e  i n  r e l a t i o n  t o  t h e  j o b  s a t i s f a c t i o n  a m o n g  a c a d e m i c s  i n  
t h e  U n i v e r s i t i e s  w h i c h  a f f e c t  t h e  r e a l i z a t i o n  o f  t h e s e  i n s t i t u t i o n s '  v i s i o n .  I n  s o  f a r  a s  
c o m p e t e n t  a c a d e m i c s  a r e  n e c e s s a r y  f o r  a c a d e m i c  p e r f o r m a n c e s ,  t h e r e  i s  t h e  n e e d  t h e r e f o r e  t o  
f i n d  o u t  a n d  e x a m i n e  t h e  r e l a t i o n s h i p  b e t w e e n  o r g a n i z a t i o n a l  c l i m a t e  a n d  j o b  s a t i s f a c t i o n  
a m o n g  a c a d e m i c s .  T h i s  i s  n e c e s s a r y  t o  i d e n t i f y  h o w  b e s t  t o  r e t a i n  f a c u l t y  i n  t h e  U n i v e r s i t y  
e m p l o y m e n t  a n d  p r e v e n t  c o n s t a n t  m o b i l i t y  k n o w n  a s  b r a i n  d r a i n .  
M o r e o v e r ,  j o b  s a t i s f a c t i o n  i s  r e l e v a n t  t o  t h e  p h y s i c a l  a n d  m e n t a l  w e l l b e i n g  o f  
'  
e m p l o y e e s ,  i . e .  j o b  s a t i s f a c t i o n  h a s  r e l e v a n c e  f o r  h u m a n  h e a l t h  [  1 5 ] .  A n  u n d e r s t a n d i n g  o f  t h e  
f a c t o r s  i n v o l v e d  i n  j o b  s a t i s f a c t i o n  i s  r e l e v a n t  t o  i m p r o v e  t h e  w e l l b e i n g  o f  a  s i g n i f i c a n t  
n u m b e r  o f  p e o p l e .  W h i l e  t h e  p u r s u i t  o f  t h e  i m p r o v e m e n t  o f  s a t i s f a c t i o n  i s  o f  h u m a n i t a r i a n  
v a l u e  [ 1 6 ]  s t a t e d  t h a t  " t r i t e "  a s  i t  m a y  s e e m  s a t i s f a c t i o n  i s  a  l e g i t i m a t e  g o a l  i n  i t s e l f ' .  
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Therefore, apart from its humanitarian utility, it appears to make economic sense to consider 
whether and how job satisfaction can be improved. Hence, the needs to identify compensation 
packages that can help improve the job satisfaction of academic staff working in the selected 
private Universities in South-west Nigeria. 
It is imperative to note here that, compensation packages include salaries, bonus, 
' incentives, fringe benefits, performance allowances, etc. All these directly or indirectly affect 
employees' satisfaction and intention to stay in an organization yet they are not being 
adressed. 
Private university in Nigeria 
Private universities in Nigeria have increased in number over the years to meet the 
needs of the young people seeking for university education. The establishment of private 
universities was supported by Decree No.16 of 1985.as amended by Decree No 9 Of 1993. 
[17]. Meanwhile, 50 private universities have been licensed to operate in Nigeria by the 
Nigeria University Commission. Of this number, 27 were founded and are operated by faith-
based Organizations, 19 are owned by private individuals, and 5 others by partnerships and 1 
corporate ownership [17]. For the purpose of this research, Covenant University which was 
ranked the best private university in Nigeria in 2013 by Centre for Democratic Governance in 
Africa (CDGA) will be used as case study. 
Literature review 
Compensation 
Compensation is the human resource management function that deals with every type 
of reward individuals receive in exchange for performing organizational tasks, with a desired 
outcome of an employee who is attracted to the work, satisfied, and motivated to do a good 
job for the employer [ 18]. A double input-output exchange between an employee and an 
employer [ 19]. 
According to the American Compensation Association's (1995) definition, 
"compensation is the cash and non-cash remuneration provided by an employer for services 
rendered" (ACA). It could be financial rewards which refer to any monetary rewards that go 
above and beyond basic pay. These rewards are separate and not added into basic salary. 
Examples of these include financial incentives, bonuses, and recognition. Compensf\tion can 
be described as direct and indirect compensation received by employees in an organization 
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C o m p e n s a t i o n  p a c k a g e s :  a  s t r a t e g i c  t o o l  f o r  e m p l o y e e s '  p e r f o r m a n c e  a n d  r e t e n t i o n  
O m o t a y o  A .  O S J B A N J O ,  A n t h o n i a  A .  A D E N I J I ,  H e z e k i a h  0 .  F A L O L A ,  P r i n c e > s  T .  H E I R S M A C  
t h a t  s e r v e s  t o  a c h i e v e  e m p l o y e e  s a t i s f a c t i o n  a n d  r e t e n t i o n  a s  w e l l  a s  i m p r o v e  p e r f o r m a n c e  
[ 2 0 J .  D i r e c t  c o m p e n s a t i o n  i n c l u d e s  w a g e s ,  s a l a r i e s ,  b o n u s e s  o r  c o m m i s s i o n .  I n d i r e c t  
c o m p e n s a t i o n  i n c l u d e s  i n c e n t i v e s ,  m e d i c a l  b e n e f i t s ,  h o u s i n g  a l l o w a n c e ,  a n n u a l  l e a v e  
a l l o w a n c e s  a n d  t r a i n i n g  o p p o r t u n i t i e s .  C o m p e n s a t i o n  i s  t h e  r e w a r d  e m p l o y e e s  r e c e i v e  i n  
e x c h a n g e  f o r  p e r f o r m i n g  o r g a n i z a t i o n a l  t a s k s .  C o m p e n s a t i o n  i s  d i r e c t  a n d  i n d i r e c t  w a g e s .  
D i r e c t  c o m p e n s a t i o n  i n c l u d e s  w a g e s ,  s a l a r i e s ,  b o n u s e s  o r  c o m m i s s i o n  b a s e d  o n  p e r f o r m a n c e s ,  
o v e r t i m e  w o r k ,  h o l i d a y  p r e m i u m ,  w h i l e  i n d i r e c t  c o m p e n s a t i o n  i s  p a i d  a s  m e d i c a l  b e n e f i t s ,  
h o u s i n g  a l l o w a n c e ,  m e a l  a l l o w a n c e ,  u t i l i t y  a l l o w a n c e s ,  i n c e n t i v e  b o n u s ,  s h i f t  a l l o w a n c e s ,  
h o s p i t a l i z a t i o n  e x p e n s e s ,  o u t  o f  s t a t i o n  a l l o w a n c e ,  v e h i c l e  l o a n  b e n e f i t s ,  a n n u a l  l e a v e  
a l l o w a n c e s ,  c a r  b a s i c  a l l o w a n c e s ,  e t c .  
D e s i g n i n g  c o m p e n s a t i o n  p r o g r a m  i s  s i g n i f i c a n t  i n  p e r s o n n e l  m a n a g e m e n t  b e c a u s e  o f  
i t s  d i r e c t  i n f l u e n c e  o n  e m p l o y e e s '  s a t i s f a c t i o n  a n d  p e r f o r m a n c e  i n  t h e  c o m p a n y .  
C o m p e n s a t i o n  i m p a c t s  e v e r y o n e  i n  t h e  o r g a n i z a t i o n  t o  a n  e x t e n t  a n d  c a n  p r o v e  t o  b e  a  v e r y  
v a l u a b l e  a n d  p o w e r f u l  t o o l  - e i t h e r  i n t e n t i o n a l l y  o r  u n i n t e n t i o n a l l y  [ 2 1 ] .  
T h i s  c o m p e n s a t i o n  t o o l  h a s  t h e  a b i l i t y  t o  a c h i e v e  e m p l o y e e  s a t i s f a c t i o n  a n d  e m p l o y e e  
r e t e n t i o n ,  a s  i t  c o m p r i s e s  o f  f i n a n c i a l  a n d  n o n - f i n a n c i a l  r e w a r d s  t h a t  a t t r a c t ,  m o t i v a t e  a n d  
s a t i s f y  v a l u a b l e  h u m a n  c a p i t a l ,  r e t a i n i n g  e f f e c t i v e  p e r f o r m e r s  a s  t h e  c o m p e n s a t i o n  s y s t e m  
r e c o g n i z e s  d e s i r e d  b e h a v i o u r  t o w a r d s  a i d i n g  c o m p e t i t i v e  a d v a n t a g e  o f  t h e  o r g a n i z a t i o n .  
S a l a r y  i s  t h e  f i x e d  o r  g u a r a n t e e d  r e g u l a r  m o n t h l y  o r  a n n u a l  g r o s s  p a y m e n t  m a d e  t o  
e m p l o y e e s ;  i t  v a r i e s  b e t w e e n  h i e r a r c h y  o f  j o b  p o s i t i o n s ,  e m p l o y e e s  t o  e m p l o y e e s  a n d  
c o m p a n i e s  t o  c o m p a n i e s  [ 2 0 ] .  W a g e  o n  t h e  o t h e r  h a n d  i s  a  r e g u l a r ,  u s u a l l y  w e e k l y  o r  d a i l y  
p a y m e n t  m a d e  f o r  w o r k  o r  s e r v i c e s  u s u a l l y  t o  m a n u a l  w o r k e r s .  
A  p e r s o n ' s  p a y c h e c k  i s  a  w a y  t o  c o m m u n i c a t e  t h e  v a l u e  a n d  i m p o r t a n c e  o f  t e a m w o r k  
[ 2 2 ,  2 3 ]  a s  t h e  I n s t r u m e n t a l i t y  t h e o r y  e x p l a i n s  t h a t  r e m u n e r a t i o n  i s  a  s o u r c e  o f  p o w e r ,  a n d  a  
m e a n s  o f  e m p l o y e e  a c q u i r i n g  n e c e s s i t i e s  a n d  l u x u r i e s ,  a n d  e n s u r e s  t h e  e m p l o y e e s  w i l l i n g n e s s  
a n d  c o m m i t m e n t  t o  e x c e l  o n  t h e  j o b ,  t h e r e b y  e n s u r i n g  e m p l o y e e s '  r e t e n t i o n .  I t  i s  i m p o r t a n t  t o  
n o t e  t h a t  c o m p e n s a t i o n  i s  n o t  a l l  a b o u t  m o n e y .  I t  i s  a  s y m b o l  o f  w h a t  a n  o r g a n i z a t i o n  b e l i e v e s  
i s  v a l u a b l e .  I t  s p e c i f i c a l l y  c o m m u n i c a t e s  t h e  e x t e n t  t o  w h i c h  a n  o r g a n i z a t i o n  v a l u e s  i t s  
e m p l o y e e s .  
I n c e n t i v e s  a r e  a w a r d s  g i v e n  f o r  t h e  a c c o m p l i s h m e n t  o f  p r e - d e t e r m i n e d  g o a l s  a n d  a r e  
d i r e c t l y  r e l a t e d  t o  p e r f o r m a n c e  a n d  h a s  a  p o s i t i v e  i n f l u e n c e  o n  t h e  e m p l o y e e s '  o b j e c t i v e s  a n d  
o r g a n i z a t i o n a l  s u c c e s s .  I n c e n t i v e s  a r e  u s e d  t o  m o t i v a t e  e m p l o y e e s  t o w a r d s  a  g r e a t e r  
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performance, and it rewards the differences in performances, which is validated by the 
expectancy theory, that employee will perform in certain manner in expectancy of a given 
outcome. According to [24], Effort = F (expectation that a particular act would lead to 
attainment of desired outcome) * (valence of the outcome). Therefore, efforts plus 
performance and rewards equals employee satisfaction and retention, but where expectancy 
does not match performance, dissatisfaction occurs. Incentives are rewards offered in addition 
to the base wage or salary and are usually directly related to performance. They are given to 
encourage reimburse some particular employee for effort beyond normal performance 
expectations. They stimulate employees' contributions above and beyond the normal standard 
of expectation. 
Not only are those, bonuses typically after-the-fact discretionary awards g1ven for 
accomplishments, behaviours, and/or other related events [25]. 
Fringe benefits, which are supplementary in nature, not worked for, and are usually 
given to all employees of an organization, irrespective of their different performances such as 
annual leave allowances, salary advance and educational assistance [20]. 
The compensation package must be attractive enough to prevent employees from 
becoming dissatisfied and looking elsewhere for better salary, career development 
opportunities, fringe benefits, bonuses and incentives. 
Among the underlying foundations of compensation theory is that compensation 
influences behaviour. The basic premise originated from the work of Behaviour Psychologists 
such a B.F. Skinner, who believed in operant conditioning [26, 27]. In summary, if you 
reward an organism for certain behaviour, that organism will be more likely to repeat that 
behaviour. Translated into organizational terms, if you reward an employee for exhibiting 
behaviours of producing results, that employee will be more likely to repeat those same 
actions. It is important to note that there is small fraction of individuals that do not buy into 
these principles [26]. The faction argues that human behaviour is much too complex to be 
controlled and manipulated through reward programs. Their argument emphasizes the real 
need to fully understand the role of compensation as a tool for achieving employee 
satisfaction and retention. It is extremely critical for an organization to comprehend the 
impact of its compensation system [28]. Compensation can substantially promote an 
organization's success and satisfy employee career objectives. It has been emphasized that 
compensation must also be designed properly as if not careful during desigp and 
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O m o t a y o  A .  O S I B A N J O ,  A n t h o n i a  A .  A D E N I J I ,  H e z e k i a h  0 .  F A L O L A ,  P r i n c e s s  T .  H E I R S M A C  
t h a t  s e r v e s  t o  a c h i e v e  e m p l o y e e  s a t i s f a c t i o n  a n d  r e t e n t i o n  a s  w e l l  a s  i m p r o v e  p e r f o r m a n c e  
[ 2 0 ] .  · D i r e c t  c o m p e n s a t i o n  i n c l u d e s  w a g e s ,  s a l a r i e s ,  b o n u s e s  o r  c o m m i s s i o n .  I n d i r e c t  
c o m p e n s a t i o n  i n c l u d e s  i n c e n t i v e s ,  m e d i c a l  b e n e f i t s ,  h o u s i n g  a l l o w a n c e ,  a n n u a l  l e a v e  
a l l o w a n c e s  a n d  t r a i n i n g  o p p o r t u n i t i e s .  C o m p e n s a t i o n  i s  t h e  r e w a r d  e m p l o y e e s  r e c e i v e  i n  
e x c h a n g e  f o r  p e r f o r m i n g  o r g a n i z a t i o n a l  t a s k s .  C o m p e n s a t i o n  i s  d i r e c t  a n d  i n d i r e c t  w a g e s .  
D i r e c t  c o m p e n s a t i o n  i n c l u d e s  w a g e s ,  s a l a r i e s ,  b o n u s e s  o r  c o m m i s s i o n  b a s e d  o n  p e r f o r m a n c e s ,  
o v e r t i m e  w o r k ,  h o l i d a y  p r e m i u m ,  w h i l e  i n d i r e c t  c o m p e n s a t i o n  i s  p a i d  a s  m e d i c a l  b e n e f i t s ,  
h o u s i n g  a l l o w a n c e ,  m e a l  a l l o w a n c e ,  u t i l i t y  a l l o w a n c e s ,  i n c e n t i v e  b o n u s ,  s h i f t  a l l o w a n c e s ,  
h o s p i t a l i z a t i o n  e x p e n s e s ,  o u t  o f  s t a t i o n  a l l o w a n c e ,  v e h i c l e  l o a n  b e n e f i t s ,  a n n u a l  l e a v e  
a l l o w a n c e s ,  c a r  b a s i c  a l l o w a n c e s ,  e t c .  
D e s i g n i n g  c o m p e n s a t i o n  p r o g r a m  i s  s i g n i f i c a n t  i n  p e r s o n n e l  m a n a g e m e n t  b e c a u s e  o f  
i t s  d i r e c t  i n f l u e n c e  o n  e m p l o y e e s '  s a t i s f a c t i o n  a n d  p e r f o r m a n c e  i n  t h e  c o m p a n y .  
C o m p e n s a t i o n  i m p a c t s  e v e r y o n e  i n  t h e  o r g a n i z a t i o n  t o  a n  e x t e n t  a n d  c a n  p r o v e  t o  b e  a  v e r y  
v a l u a b l e  a n d  p o w e r f u l  t o o l  - e i t h e r  i n t e n t i o n a l l y  o r  u n i n t e n t i o n a l l y  [ 2 1 ] .  
T h i s  c o m p e n s a t i o n  t o o l  h a s  t h e  a b i l i t y  t o  a c h i e v e  e m p l o y e e  s a t i s f a c t i o n  a n d  e m p l o y e e  
r e t e n t i o n ,  a s  i t  c o m p r i s e s  o f  f i n a n c i a l  a n d  n o n - f i n a n c i a l  r e w a r d s  t h a t  a t t r a c t ,  m o t i v a t e  a n d  
s a t i s f y  v a l u a b l e  h u m a n  c a p i t a l ,  r e t a i n i n g  e f f e c t i v e  p e r f o r m e r s  a s  t h e  c o m p e n s a t i o n  s y s t e m  
r e c o g n i z e s  d e s i r e d  b e h a v i o u r  t o w a r d s  a i d i n g  c o m p e t i t i v e  a d v a n t a g e  o f  t h e  o r g a n i z a t i o n .  
S a l a r y  i s  t h e  f i x e d  o r  g u a r a n t e e d  r e g u l a r  m o n t h l y  o r  a n n u a l  g r o s s  p a y m e n t  m a d e  t o  
e m p l o y e e s ;  i t  v a r i e s  b e t w e e n  h i e r a r c h y  o f  j o b  p o s i t i o n s ,  e m p l o y e e s  t o  e m p l o y e e s  a n d  
c o m p a n i e s  t o  c o m p a n i e s  [ 2 0 ] .  W a g e  o n  t h e  o t h e r  h a n d  i s  a  r e g u l a r ,  u s u a l l y  w e e k l y  o r  d a i l y  
p a y m e n t  m a d e  f o r  w o r k  o r  s e r v i c e s  u s u a l l y  t o  m a n u a l  w o r k e r s .  
A  p e r s o n ' s  p a y c h e c k  i s  a  w a y  t o  c o m m u n i c a t e  t h e  v a l u e  a n d  i m p o r t a n c e  o f  t e a m w o r k  
[ 2 2 ,  2 3 ]  a s  t h e  I n s t r u m e n t a l i t y  t h e o r y  e x p l a i n s  t h a t  r e m u n e r a t i o n  i s  a  s o u r c e  o f  p o w e r ,  a n d  a  
m e a n s  o f  e m p l o y e e  a c q u i r i n g  n e c e s s i t i e s  a n d  l u x u r i e s ,  a n d  e n s u r e s  t h e  e m p l o y e e s  w i l l i n g n e s s  
a n d  c o m m i t m e n t  t o  e x c e l  o n  t h e  j o b ,  t h e r e b y  e n s u r i n g  e m p l o y e e s '  r e t e n t i o n .  I t  i s  i m p o r t a n t  t o  
n o t e  t h a t  c o m p e n s a t i o n  i s  n o t  a l l  a b o u t  m o n e y .  I t  i s  a  s y m b o l  o f  w h a t  a n  o r g a n i z a t i o n  b e l i e v e s  
i s  v a l u a b l e .  I t  s p e c i f i c a J l y  c o m m u n i c a t e s  t h e  e x t e n t  t o  w h i c h  a n  o r g a n i z a t i o n  v a l u e s  i t s  
e m p l o y e e s .  
I n c e n t i v e s  a r e  a w a r d s  g i v e n  f o r  t h e  a c c o m p l i s h m e n t  o f  p r e - d e t e r m i n e d  g o a l s  a n d  a r e  
d i r e c t l y  r e l a t e d  t o  p e r f o r m a n c e  a n d  h a s  a  p o s i t i v e  i n f l u e n c e  o n  t h e  e m p l o y e e s '  o b j e c t i v e s  a n d  
o r g a n i z a t i o n a l  s u c c e s s .  I n c e n t i v e s  a r e  u s e d  t o  m o t i v a t e  e m p l o y e e s  t o w a r d s  a  g r e a t e r  
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performance, and it rewards the differences in performances, which is validated by the 
expectancy theory, that employee will perform in certain manner in expectancy of a given 
outcome. According to [24 ], Effort = F (expectation that a particular act would lead to 
attainment of desired outcome) * (valence of the outcome). Therefore, efforts plus 
performance and rewards equals employee satisfaction and retention, but where expectancy 
does not match performance, dissatisfaction occurs. Incentives ar~rewards offered in addition 
to the base wage or salary and are usually directly related to performance. They are given to 
encourage reimburse some particular employee for effort beyond normal performance 
expectations. They stimulate employees' contributions above and beyond the normal standard 
of expectation. 
Not only are those, bonuses typically after-the-fact discretionary awards given for 
accomplishments, behaviours, and/or other related events [25]. 
Fringe benefits, which are supplementary in nqture, not worked for, and are usually 
given to all employees of an organization, irrespective of their different performances such as 
annual leave allowances, salary advance and educational assistance [20]. 
The compensation package must be attractive enough to prevent employees from 
becoming dissatisfied and looking elsewhere for better salary, career development 
opportunities, fringe benefits, bonuses and incentives. 
Among the underlying foundations of compensation theory is that compensation 
influences behaviour. The basic premise originated from the work of Behaviour Psychologists 
such a B.F. Skinner, who believed in operant conditioning [26, 27]. In summary, if you 
reward an organism for certain behaviour, that organism will be more likely to repeat that 
behaviour. Translated into organizational terms, if you reward an employee for exhibiting 
behaviours of producing results, that employee will be more likely to repeat those same 
actions. It is important to note that there is small fraction of individuals that do not buy into 
these principles [26]. The faction argues that human behaviour is much too complex to be 
controlled and manipulated through reward programs. Their argument emphasizes the real 
need to fully understand the role of compensation as a tool for achieving employee 
satisfaction and retention. It is extremely critical for an organization to comprehend the 
impact of its compensation system [28]. Compensation can substantially promote an 
organization's success and satisfy employee career objectives. It has been emphasized that 
compensation must also be designed properly as if not careful during design and 
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C o m p e n s a l i o n  p a c k a g e s :  a  s / r a t e g i c  t o o l  f o r  e m p l o y e e s '  p e i f o r m a n c e  a n d  r e t e n t i o n  
O m o t a y o  A .  O S I B A N J O ,  A n t h o n i a  A .  A D E N I J I ,  H e z e k i a h  0 .  F A L O L A ,  P r i n c e s s  T .  H E I R S M A C  
. i m p l e m e n t a t i o n ,  c o m p e n s a t i o n  s y s t e m s  c a n  u n i n t e n t i o n a l l y  f a i l  t o  m o t i v a t e  t h e  d e s i r e d  
b e h a v i o u r  ( e . g .  i n e f f e c t i v e  c o m p e n s a t i o n  p l a n )  o r  w o r s e ,  m o t i v a t e  u n d e s i r e d  b e h a v i o u r  ( e . g .  
i n d i v i d u a l i s t i c  b e h a v i o u r  i n  a  t e a m  e n v i r o n m e n t )  [ 2 1 ] .  
A c c o r d i n g  t o  [ 2 9 ] ,  r e s u l t s  o f  c o m p e n s a t i o n  s h o u l d  i n c l u d e  i m p r o v e d  e m p l o y e e  
s a t i s f a c t i o n ,  l o w  e m p l o y e e  t u r n o v e r  a n d  b e t t e r  o r g a n i z a t i o n a l  p e r f o r m a n c e .  
E m p l o y e e  r e t e n t i o n  a n d  e m p l o y e e  s a t i s f a c t i o n  
E m p l o y e e  s a t i s f a c t i o n  i s  a  c o m p l e x  a n d  m u l t i f a c e t e d  c o n c e p t ,  w h i c h  c a n  m e a n  
d i f f e r e n t  t h i n g s  t o  d i f f e r e n t  p e o p l e .  I t  i s  m o r e  o f  a n  a t t i t u d e ,  i n  i n t e r n a l  s t a t e .  I t  c o u l d  b e  
a s s o c i a t e d  w i t h  a  p e r s o n a l  f e e l i n g  o f  a c h i e v e m e n t ,  e i t h e r  q u a n t i t a t i v e  o r  q u a l i t a t i v e  [ 3 0 ] .  H e  
e x a m i n e s  e m p l o y e e  s a t i s f a c t i o n  ( 1 )  i n  t e r m s  o f  t h e  f i t  b e t w e e n  w h a t  t h e  o r g a n i z a t i o n  r e q u i r e s  
a n d  w h a t  t h e  e m p l o y e e  i s  s e e k i n g  a n d  ( 2 )  i n  t e r m s  o f  t h e  f i t  b e t w e e n  w h a t  e m p l o y e e s  i s  
s e e k i n g  a n d  w h a t  h e / s h e  i s  a c t u a l l y  r e c e i v i n g .  H e  e m p h a s i z e d  t h a t  t h e  l e v e l  o f  e m p l o y e e  
s a t i s f a c t i o n  i s  a f f e c t e d  b y  a  w i d e  r a n g e  o f  v a r i a b l e s  r e l a t i n g  t o  ( 1 )  i n d i v i d u a l  ( i . e .  p e r s o n a l i t y ,  
e d u c a t i o n ,  i n t e l l i g e n c e  a n d  a b i l i t i e s ,  a g e ,  m a r i t a l  s t a t u s  a n d  o r i e n t a t i o n  t o  w o r k ) ;  ( 2 )  s o c i a l  
f a c t o r s  ( i . e .  r e l a t i o n s h i p  w i t h  c o - w o r k e r s ,  g r o u p  w o r k i n g  a n d  n o r m s  a n d  o p p o r t u n i t y  f o r  
i n t e r a c t i o n ) ;  ( 3 )  c u l t u r a l  f a c t o r s  ( i . e .  a t t i t u d e s ,  b e l i e f s  a n d  v a l u e s ) ;  (  4 )  o r g a n i z a t i o n a l  f a c t o r s  
( i . e .  n a t u r e  a n d  s i z e ,  f o r m a l  s t r u c t u r e ,  p e r s o n n e l  p o l i c i e s  a n d  p r o c e d u r e s ,  e m p l o y e e  r e l a t i o n s ,  
n a t u r e  o f  t h e  w o r k ,  s u p e r v i s i o n  a n d  s t y l e s  o f  l e a d e r s h i p ,  m a n a g e m e n t  s y s t e m s  a n d  w o r k i n g  
c o n d i t i o n s ) ;  a n d  ( 5 )  e n v i r o n m e n t a l  f a c t o r s  ( i . e .  e c o n o m i c ,  s o c i a l ,  t e c h n i c a l  a n d  g o v e r n m e n t a l  
i n f l u e n c e s ) .  
E m p l o y e e  s a t i s f a c t i o n  i s  d e f i n e d  a s  t h e  r e s u l t  o f  a  p s y c h o l o g i c a l  c o m p a r i s o n  p r o c e s s  
o f  t h e  e x t e n t  t o  w h i c h  v a r i o u s  a s p e c t s  o f  t h e i r  p a y  ( e . g .  s a l a r i e s ,  b e n e f i t s  a n d  i n c e n t i v e s )  
m e a s u r e  u p  t o  w h a t  t h e y  d e s i r e  [ 2 9 ] .  T h u s ,  t h e  l a r g e r  t h e  g a p  b e t w e e n  w h a t  e m p l o y e e s  h a v e  
a n d  w h a t  t h e y  w a n t  f r o m  t h e i r  j o b s ,  t h e  l e s s  s a t i s f i e d  t h e y  a r e ;  ( e m p l o y e e s  t e n d  t o  b e  m o s t  
s a t i s f i e d  w i t h  t h e i r  j o b s  w h e n  w h a t  t h e y  a r e  e x p e c t i n g  m a t c h e s  w i t h  w h a t  t h e y  a c t u a l l y  
c o l l e c t .  
A n  e m p l o y e e '  over~ll s a t i s f a c t i o n  i s  t h e  c u m u l a t i v e  r e s u l t  o f  c o m p a r i s o n s  t h a t  s h e  
m a k e s  b e t w e e n  w h a t  h e r  j o b  p r o v i d e s  a n d  w h a t  s h e  d e s i r e s  i n  v a r i o u s  a r e a s .  T h e  f a c t  t h a t  
p e r c e i v e d  i m p o r t a n c e  m a k e s  s u c h  a  b i g  d i f f e r e n c e  i n  h o w  e m p l o y e e s  f e e l  a l s o  h a s  
i m p l i c a t i o n s  f o r  m a n a g e m e n t  [ 3 1  ] ,  l i s t e d  f a c t o r s  t h a t  c o n t r i b u t e  t o  e m p l o y e e  s a t i s f a c t i o n  a s ;  
a d e q u a t e  s a l a r y ,  g o o d  w o r k i n g  c o n d i t i o n s ,  p a r e n t a l  m a n a g e m e n t ,  j o b  s e c u r i t y ,  r e c o g n i t i o n ,  
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opportunity for growth, positive and supportive environment cum supportive organizational 
culture, training opportunities and adequate health care, friendly nature of co-workers and 
colleagues responsibility and cordial relationship between the superior and the subordinates. 
Therefore, we can conclude that employee satisfaction is a person' s evaluation of his or her 
job and work context. 
Compensation plays a number of key roles in organizations including signaling 
employee worth, attracting potential job incumbents, and retaining existing employees [32]. A 
major and perhaps the most notable among organizational retention initiatives is 
compensation [33]. Numerous studies have addressed the impact of employee compensation, 
rewards and recognition on satisfaction and retention [34, 35 , 36, 37]. It has been noted that 
an effective human resource retention plans include adjustment of salaries paid to existing 
employess to make them comparable to those paid to their counterparts in the same industry 
[20]. This they say, make work more satisfying and ma~e them understand the advantages of 
working for their current company compared with moving elsewhere. 
Several research studies found that highly competitive compensation systems promote 
employee commitment and thus results in the attraction and retention of a superior workforce 
[34, 35]. The study further noted that employees will remain with an organization as long as it 
serves their self-interest to do so better than the alternatives available to them elsewhere. An 
example of the components of a compensation system is illustrated in Table 1. 
. . ........... .. . Kf~~-!~ .. !K:K~~~O~~~~!-~K<?il:l .. ~-~-~1O-~~~-l:l!!K<?m .. ~x~K!~_l!l _________ _ -----------·------- __ _ 
Compensation systems 
Financial Non-financial 
r················-···························--········---
• Direct Payments( salaries) 
• Indirect Payments(benefits) 
../ (bonuses) 
../ (incentives) 
../ (allowances) 
• Employee Involvement in decision-making 
• Recognition 
• Training Opportunities 
• Health Care 
• Holidays 
• Supportive Organizational culture 
(Managing Human Resources) 
A recent study by [3 8] investigated the relationship between the use of human 
management practices and organizational performance. It found that companies providing 
incentive plans to employees are more likely to experience lower turnover and improve 
performance. 
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A  c o m p e n s a t i o n  t h e o r y  w h i c h  c o n v e n i e n t l y  b a c k s  u p  t h e  s t r a t e g i c  u s e f u l n e s s  o f  t h e  
- ·  c o m p e n s a t i o n  t o o l  i s  t h e  e x p e c t a n c y / i n s t r u m e n t a l i t y  t h e o r y ;  E x p e c t a n c y  t h e o r y  a r g u e s  
c o m p e n s a t i o n  s y s t e m  i n f l u e n c e s  e m p l o y e e  s a t i s f a c t i o n  [ 3 2 ] ,  r e s e a r c h  o n  t h e  r e l a t i o n s h i p  
b e t w e e n  r e w a r d s  a n d  j o b  s a t i s f a c t i o n  h a s  f o u n d  s i g n i f i c a n t  p o s i t i v e  a s s o c i a t i o n ,  a n d  i n d i c a t e s  
t h a t  e m p l o y e e s  b e c o m e  m o t i v a t e d  b y  t h e i r  e x p e c t e d  o u t c o m e  o f  v a r i o u s  f o r m s  o f  r e w a r d s  f o r  
t h e i r  p e r f o r m a n c e .  T h e  t h e o r y  p o s i t s  t h a t  t h e r e  a r e  t h r e e  f a c t o r s  t h a t  a r e  i m p o r t a n t ,  o r  
c o n d i t i o n s  t h a t  m u s t  b e  m e t  t o  a c h i e v e  e m p l o y e e  s a t i s f a c t i o n  a n d  r e t e n t i o n  [ 2 2 ] .  F i r s t ,  t h e  
r e w a r d s  m u s t  h a v e  p o s i t i v e  n e t  v a l u e  o r  h i g h  v a l e n c e ;  t h a t  i s ,  t h e  o u t c o m e s  m u s t  b e  a t t r a c t i v e .  
S e c o n d ,  c o m p e n s a t i o n  m u s t  b e  w i t h i n  t h e  e x p e c t a t i o n s  o f  t h e  e m p l o y e e .  F i n a l l y ,  t h e  
p e r c e i v e d  p r o b a b i l i t y  t h a t  s u c c e s s f u l l y  p e r f o r m i n g  t h e  r e q u i r e d  t a s k s  w i l l  l e a d  t o  t h e  d e s i r e d  
o u t c o m e s ,  o r  i n s t r u m e n t a l i t y ,  m u s t  b e  h i g h ;  t h a t  i s ,  t h e  e m p l o y e e  m u s t  b e  a s s u r e d  t h a t  o n c e  
t h e  t a s k s  a r e  p e r f o r m e d ,  t h e y  w i l l  g e t  t h e  r e w a r d s / a c h i e v e  t h e  p r o m i s e d  o u t c o m e s .  
E m p l o y e e  s a t i s f a c t i o n  i s  t h e  s a t i s f a c t i o n  o f  e m p l o y e e s  w i t h  t h e i r  j o b s  o r  t h e  d e g r e e  t o  
w h i c h  e m p l o y e e s  l i k e  t h e i r  j o b s  [ 3 9 ] .  E m p l o y e e  s a t i s f a c t i o n  e l e m e n t s  c a n  b e  c o n s i d e r e d  i n  
r e l a t i v e  t e r m s ,  a s  p r o p o s e d  i n  e q u i t y  t h e o r y  [  4 0 ] ,  i n  w h i c h  e m p l o y e e s  e v a l u a t e  t h e  f a i r n e s s  o f  
e x c h a n g e  a n d  b a s e  t h e i r  s a t i s f a c t i o n - r e l a t e d  e l e m e n t s  o n  t h e  c o m p a r i s o n  o f  t h e  r a t i o  o f  
p e r s o n a l  o u t c o m e s  ( p a y ,  r e c o g n i t i o n ,  o p p o r t u n i t y  a n d  a d v a n c e m e n t )  a n d  p e r s o n a l  i n p u t s  
( t i m e ,  e f f o r t ,  k n o w l e d g e  a n d  s k i l l s ) .  I m p o r t a n t  e l e m e n t s  t h a t  a f f e c t  e m p l o y e e  s a t i s f a c t i o n  a n d  
r e t e n t i o n ,  w h i c h  a r e  u s e d  i n  t h i s  p a p e r ,  a r e :  s a l a r y  [ 4 1 ,  4 2 ]  F r i n g e  b e n e f i t s  a n d  a l l o w a n c e s  
[ 4 3 ] ,  b o n u s  a n d  i n c e n t i v e s  [ 2 0 ] .  
T h e  a u t h o r s  t h e o r i z e  t h a t  f i r m  w o u l d  f u r t h e r  r e d u c e  i t s  t u r n o v e r  r a t e  i f  i t  a p p l i e s  
r e w a r d  s y s t e m s  i n  t h e  f o r m  o f  i n c e n t i v e  p l a n s  t o  e m p l o y e e s  a c r o s s  t h e  o r g a n i z a t i o n .  
A s  s e v e r a l  o t h e r  r e s e a r c h  s t u d i e s  h a v e  i n d i c a t e d  t h a t  c o m p e n s a t i o n  i n  t h e  f o r m  o f  b a s i c  s a l a r y  
o n l y  m a y  n o t  b e  s u f f i c i e n t  t o  a t t r a c t ,  s a t i s f y  o r  r e t a i n  e m p l o y e e s ,  s u c h  a s  b e n e f i t s  o f  w o r k i n g  
c o n d i t i o n s ,  b o n u s e s  [ 3 6 ,  4 4 ] .  S i m i l a r l y ,  t h e  s t u d y  b y  [ 3 7 ]  r e v e a l e d  t h a t  a l t h o u g h  s a l a r y ,  
b o n u s e s  a n d  w o r k - l i f e  b a l a n c e  a r e  i m p o r t a n t ,  i t  i s  t h e  a b s e n c e  o f  o p p o r t u n i t y  f o r  p r o f e s s i o n a l  
g r o w t h  a n d  d e v e l o p m e n t  t h a t  a f f e c t s  r e t e n t i o n  a n d  s a t i s f a c t i o n .  
C o m p e n s a t i o n  i s  s u - a t e g i c  t o  t h e  o r g a n i s a t i o n ' s  g o a l s  a n d  t h u s  s h o u l d  b e  a b l e  t o  e n s u r e  
e m p l o y e e  s a t i s f a c t i o n ,  e m p l o y e e  r e t e n t i o n ,  e m p l o y e e  d e v e l o p m e n t  a n d  b e t t e r  o r g a n i z a t i o n a l  
p e r f o r m a n c e  [  4 5 ] .  T h u s ,  a n  e x c h a n g e  p r o c e s s  t a k e s  p l a c e  w i t h  c o m p e n s a t i o n .  T h e  s u r v e y  
h y p o t h e s e s  a r e :  
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Figure 1. Research model (Source: Survey, 2013) 
Research design and methodology 
The survey adopted case study research design in which qualitative and quantitative 
evaluation were utilized leveraging subjective approach in order to collect relevant and 
substantive data. A Nigerian Private University in Ogun State, Southwest was chosen because 
Ogun State has the largest concentration of private universities in Nigeria and the university is 
said to be the best private university in Nigeria in the year 2013. One hundred and fifty six 
copies of questionnaire were administered among the faculty members of the studied 
respondents, out which one hundred and ten copies were retrieved representing a response 
rate of 70.5% while the remaining copies were either not returned or uncompleted. However, 
the data utilized for the survey were derived from 70.5% valid copies of questionnaire as at 
the time of the survey. 
Simple random sampling technique was adopted for this study, which is a procedure of 
giving every subject in a population equal chance of appearing in the selection. Research 
instrument adopted for data collection was a structured questionnaire focused on the variables 
of the survey, which were adapted from literature reviewed, salary [41, 42]; Fringe benefits 
and allowances [ 43]; bonus and incentives [20]. Each of the items was based on a 5-point 
Likert scale, which allows respondents state the potency of each of the items listed in the 
questionnaire. Using IBM Statistical Package for the Social Sciences (SPSS, Serial license 
number: 
MUK2LCL VNQQ8KZQOKQYNCPZPQJ914089USQCNQ3ETL54P32S22B63ELQ08V7D 
R4GYJBNCE4BMJQU8XFNLG), Structural Equation Modeling (SEM), as a· statistical 
75 
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O m o t a y o  A .  O S I B A N J O ,  A n t h o n i a  A .  A D E N I J I ,  H e z e k i a h  0 .  F A L O L A ,  P r i n c e s s  T .  H E I R S M A C  
i n s t r u m e n t  f o r  t e s t i n g  a n d  e s t i m a t i n g  r e l a t i o n s h i p s  ( c o r r e l a t i o n s  a n d  r e g r e s s i o n )  b e t w e e n  
v a r i a b l e s  ( o b s e r v e d  a n d  u n o b s e r v e d )  w a s  a d o p t e d  f o r  a n a l y z i n g  d a t a  c o l l e c t e d  f r o m  t h e  s e l f -
a d m i n i s t e r e d  q u e s t i o n n a i r e  f o r  t h i s  s u r v e y .  S t r u c t u r a l  E q u a t i o n  M o d e l i n g  i s  s u i t a b l e  f o r  b o t h  
t e s t i n g  o f  t h e o r y  a n d  d e v e l o p m e n t ,  w h i c h  r e p r e s e n t s  d i f f e r e n t  m o d e l s  i n  a s s e s s i n g  t h e  v a l i d i t y  
o f t h e o r i e s  w i t h  e m p i r i c a l  d a t a  [ 4 6 ] .  T h e  p r o p o s e d  s u r v e y  h y p o t h e s e s  a r e :  
H
1
:  I n c e n t i v e s  h a v e  p o s i t i v e  i m p a c t  o n  e m p l o y e e s '  s a t i s f a c t i o n  a n d  r e t e n t i o n .  
H
2
:  S a l a r y  h a s  p o s i t i v e  i m p a c t  o n  e m p l o y e e s '  r e t e n t i o n .  
H
3
:  B o n u s  h a s  p o s i t i v e  i m p a c t  o n  e m p l o y e e s '  r e t e n t i o n .  
H
4
:  T h e r e  i s  p o s i t i v e  i m p a c t  o f  a l l o w a n c e s  o n  e m p l o y e e s '  s a t i s f a c t i o n  a n d  r e t e n t i o n .  
H
5  
F r i n g e  b e n e f i t s  h a v e  p o s i t i v e  e f f e c t  o n  e m p l o y e e s '  r e t e n t i o n  a n d  s a t i s f a c t i o n .  
H
6
:  P e r f o r m a n c e  h a s  p o s i t i v e  i m p a c t  o n  e m p l o y e e s '  s a t i s f a c t i o n  a n d  r e t e n t i o n .  
T h e s e  h y p o t h e s e s  w e r e  t e s t e d  u s i n g  s o m e  c o m m o n l y  u s e d  m o d e l  f i t  i n d i c e s  s u c h  a s  
N o r m e d  F i t  I n d e x  ( N F I ) ,  G o o d n e s s  o f  f i t  ( G F I ) ,  C o m p a r a t i v e  F i t  I n d e x  ( C F I ) ,  a n d  R o o t  m e a n  
s q u a r e  e r r o r  o f  a p p r o x i m a t i o n  ( R M S E A )  i n  s t r u c t u r a l  e q u a t i o n  m o d e l  ( S E M )  a n a l y s i s .  
R e s u l t s  a n d  a n a l y s i s  
T h e  d e m o g r a p h i c  c h a r a c t e r i s t i c s  o f  t h e  r e s p o n d e n t s  i n  t h i s  s u r v e y  a r e  i l l u s t r a t e d  i n  
t a b l e  2 ,  a n d  w i t h  t h e s e  c h a r a c t e r i s t i c s ,  i t  c o u l d  t h e r e f o r e  b e  c o n c l u d e d  t h a t  t h e  d a t a  o b t a i n e d  
f o r  t h i s  s u r v e y  w a s  r i c h  a n d  a d e q u a t e  f o r  t h e  p u r p o s e  o f  t h e  r e s e a r c h  o b j e c t i v e .  
M o d e l  t e s t i n g  
G e n e r a l l y ,  a l l  t h e  f i t  i n d i c e s  a r e  e i t h e r  e q u a l  o r  a b o v e  t h e  r u l e  o f  t h u m b ;  o b s e r v e d  N F I  
v a l u e  i s  0 . 9 6 9 ,  w h i c h  i s  a n  a c c e p t a b l e  f i t  ( N F I  r u l e  o f  t h u m b  s u g g e s t s  : : : :  0 . 9 0 ; T a b a c h n i c k  a n d  
F i d e l l ,  2 0 0 7 ) ;  i n  s i m i l a r  d i r e c t i o n ,  G F I  =  0 . 9 6 7 ;  C F I  =  1 . 0 0 0 ;  a n d  R M S E A  =  0 . 0 0 0 ,  a n d  b y  
t h e s e  r e s u l t s ,  a l l  i n d i c e s  a r e  a c c e p t a b l e  f i t ,  C F I  r u l e  o f  t h u m b  s u g g e s t s  >  . 9 0  i s  g o o d ;  > . 9 5  i s  
v e r y  g o o d ;  R M S E A  r u l e  o f  t h u m b  s u g g e s t s  < . 0 5  i s  g o o d ;  < . 0 8  i s  a c c e p t a b l e  [ 4 7 ,  4 8 ] .  A s  
o b t a i n e d  i n  r e s u l t s  o f  t h e  a n a l y s i s ,  t h e  m o d e l  s h o w s  a  g o o d  f i t  t o  t h e  d a t a ,  a n d  t h e  s u m m a r y  o f  
t h e  o b s e r v e d  i n d i c e s  i s  s h o w n  i n  t a b l e  3 .  
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T bl 2 R a e d espon ents D h. Ch emograpJ 1c aractenstlcs 
S/n Frequency Percent 
1 Gender Male 76 69.1 
Female 34 30.9 
Total: 110 100.0 
2 Age 21-29 years 16 14.5 
30-39 years 32 29.1 
40-49 years 51 47.3 . 
50-59 years 10 9.1 
Total: 110 100.0 
3 Marital Status Single 29 26.4 
Married 75 68.2 
Separated 4 3.6 
Divorced 2 1.8 
Total: 110 100.0 
4 Educational Qualification B.Sc/HND/BA 33 30.0 
M.Sc/MA/MBA 64 58.2 
Other qualifications 13 11.8 
Total: . 110 100.0 
5 Work Experience 0-5 years 21 19.1 
6- 10 years 42 38.2 
11- 15 years 19 17.3 
Above 15 years 28 25.5 
Total: 110 100.0 
Source: Survey,2013 
Sources: Adapted from [ 4 7 & 48] 
The results of the survey model are graphically depicted in figure 2, which displays 
the path coefficients of the significant relationships that exist among the observed variables. 
This is carried out in two parts; (i) correlation between five observed variables, and (ii) 
multiple regression by which these observed predictors (salary, bonus, incentives, allowances, 
and fringe benefit) predicting one outcome variable (perfonnance), which has a direct 
prediction on retention. 
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G e n e r a l l y ,  l o o k i n g  a t  t h e  c m r e l a t i o n  c o e f f i c i e n t  p a t h s ,  c l o s e  a s s o c i a t i o n  e x i t s  a m o n g  
~ ·  t h e  o b s e r v e d  v a r i a b l e s .  F o r  i n s t a n c e ,  t h e  p a t h  c o e f f i c i e n t  v a l u e  b e t w e e n  i n c e n t i v e s  a n d  s a l a r y  
i s  0 . 3 7 ,  w h i c h  i s  p o s i t i v e  a n d  s i g n i f i c a n t ;  i n  t h e  s a m e  v e i n ,  t h e  r e l a t i o n s h i p  b e t w e e n  a l l o w a n c e  
a n d  i n c e n t i v e s  i s  . 3 3 ;  f r i n g e  b e n e f i t  a n d  b o n u s  i s  . 2 0 ;  s a l a r y  a n d  a l l o w a n c e  i s  . 1 5 .  E v i d e n t l y ,  
t h e  r e s u l t s  o f  t h e  m u l t i p l e  r e g r e s s i o n s  i n d i c a t e  s t r o n g  r e l a t i o n s h i p  b e t w e e n  t h e  o b s e r v e d  
v a r i a b l e s ,  a n d  t h e s e  a r e  r e f l e c t e d  i n  t h e  t e s t e d  h y p o t h e s e s .  
- 1 . 2 7  
S a l a r y  
B o n u s  
. 0 4  
I n c e n t i v e s  
A l l o w a n c e s  
F i g u r e  2 .  R e s u l t s  o f  r e s e a r c h  m o d e l  
T h e  d i r e c t  r e g r e s s i o n  c o e f f i c i e n t  v a l u e  b e t w e e n  s a l a r y  a n d  p e r f o r m a n c e  i s  0 . 1 3 ,  w h i c h  
i s  s i g n i f i c a n t .  T h e r e f o r e  t h e  f i r s t  h y p o t h e s i s  t h a t  s a y s  " s a l a r y  h a s  p o s i t i v e  i m p a c t  o n  e m p l o y e e  
p e r f o r m a n c e "  i s  a c c e p t e d .  T h e  s e c o n d  h y p o t h e s i s  " b o n u s  h a s  p o s i t i v e  i m p a c t  o n  e m p l o y e e  
p e r f o r m a n c e "  i s  a l s o  a c c e p t e d  b a s e d  o n  t h e  r e g r e s s i o n  c o e f f i c i e n t  v a l u e  o f  0 . 2 2 ,  w h i c h  i s  
p o s i t i v e l y  s i g n i f i c a n t .  S i m i l a r l y ,  t h e  d i r e c t  c o e f f i c i e n t  p a t h  f r o m  i n c e n t i v e s  t o  p e r f o r m a n c e  i s  
0 . 0 8 ,  w h i c h  i s  e v i d e n t  t h a t  t h e  p o s t u l a t e d  h y p o t h e s i s  t h r e e  t h a t  s a y s  " i n c e n t i v e s  h a v e  p o s i t i v e  
i m p a c t  o n  e m p l o y e e s '  p e r f o r m a n c e "  s h o u l d  b e  a c c e p t e d .  I t  i s  i m p o t 1 a n t  t o  s t a t e  t h a t  a l l  t h e  
'  
p o s t u l a t e d  h y p o t h e s e s  a r e  a c c e p t e d  b a s e d  o n  t h e  c o e f f i c i e n t  p a t h  v a l u e s  o b t a i n e d  f r o m  t h e  
a n a l y s i s .  A b o v e  a l l ,  t h e  c o e f f i c i e n t  p a t h  v a l u e  f r o m  p e r f o r m a n c e  t o  r e t e n t i o n  i s  1 . 0 9 ,  w h i c h  
i n d i c a t e s  t h a t  p e r f o r m a n c e  h a s  a  s t r o n g  p r e d i c t o r  o f  e m p l o y e e  r e t e n t i o n .  
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As obtained in the literature, the underlying theory of compensation sees 
compensation as a predictor of behaviour [24], in other words, reward or compensation can 
influence a repeat of behaviour. In opposite direction, several other research studies have 
indicated that compensation in the form of basic salary only may not be sufficient to attract, 
.. 
satisfy or retain employees, such as benefits of working conditions, bonuses [35, 44], or 
repeated behavior, the study by [36] revealed that although salary, bonuses and work-life 
balance are important, it is the absence of opportunity for professional growth and 
development that affects retention and satisfaction. 
Compensation is strategic to the organisation's goals and thus should be able to ensure 
employee satisfaction, employee retention, employee development and better organizational 
performance. From the result of the study, the findings showed that there are positive 
significant relationships among salary, bonus, incentiv~sI allowances and fringe benefits- in 
other words that, that there are correlations between these variables which invariably predict 
performance because as [ 49] put it, there is a link between compensation/benefit packages 
employee satisfaction levels, and turnover and concluded that organizations that have better 
compensation systems cum policies in place put a very positive impact on their employees 
thereby committing them to the organisation and such will be less likely to leave it. 
Because of the strong relationship between these components of compensations 
packages, performances are affected positively which is a strong predictor of employee 
retention. [50] is of the opinion that the task in compensation management is to develop 
policies and strategies that will attract, satisfy, retain and motivate employees thereby leading 
to employee satisfaction and retention. This encourages top performers to work harder and 
helps build a competitive atmosphere in the organization as it supports the achievement of 
business objectives. 
However, the followings are the managerial implications of the results of the above model; 
• Since efforts are directed towards achievement of the goals and the efforts are not in 
isolation to the ability of the employees, then ability should be enhanced through training, 
development, capacity building premiums, orientation and reorientation, counselling 
programmes, etc. 
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•  O r g a n i z a t i o n s  w i l l  d o  w e l l  i f  e m p l o y e e s  m o t i v a t i o n  i s  n o t  t a k e n  f o r  g r a n t e d ,  k n o w i n g  w e l l  
t h a t  w o r k e r s  c o m e  t o  w o r k  w i t h  e x p e c t a t i o n s  a n d  n e e d s  t h e y  w a n t  t o  s a t i s f y  v i a  t h e i r  w o r k  
e f f o r t s .  
•  M a n a g e r s  m u s t  m a k e  k n o w n  t o  e m p l o y e e s  c o n c e r n i n g  t h e  r e w a r d  a t t a c h e d  t o  e a c h  
p e r f o r m a n c e  t a r g e t  s o  t h a t  e a c h  e m p l o y e e  k n o w  w h a t  h e / s h e  c a n  e x p e c t  i n  e x c h a n g e  f o r  
h i s / h e r  e f f o r t s  a t  e v e 1 y  l e v e l  o f  p e r f o r m a n c e .  
•  M a n a g e r s  m u s t  e n s u r e  t h a t  r e w a r d s  a r e  m a t c h e d  t o  e m p l o y e e s '  n e e d s  a n d  p r e f e r e n c e s .  
T h e r e f o r e ,  m a n a g e r s  w i l l  d o  w e l l  t o  m o t i v a t e  e m p l o y e e s  i f  t h e y  o f f e r  w h a t  i s  c a l l e d  
c a f e t e r i a  c o m p e n s a t i o n .  
I n  c o n c l u s i o n ,  M a n a g e r s  m u s t  e n s u r e  t h a t  r e w a r d s  d i s t r i b u t e d  t o  e m p l o y e e s  a r e  
d y n a m i c  a n d  c o n s t a n t l y  r e - e v a l u a t e d  t o  e n s u r e  t h e i r  t r a n s p a r e n c y  a n d  f a i r n e s s  t o  a l l  
e m p l o y e e s  s o  a s  t o  c o n t i n u e  t o  h a v e  t h e i r  d e d i c a t i o n ,  c o m m i t m e n t  a n d  l o y a l t y ,  w h i c h  i s  t h e  
m a j o r  d r i v e  f o r  k e e p i n g  c o n t e n t e d  a n d  s a t i s f i e d  e m p l o y e e s ,  t h u s  a v o i d i n g  t u r n o v e r  b u t  
e n s u r i n g  r e t e n t i o n  o f  v i b r a n t  e m p l o y e e s .  
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